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Lebanon in the News

$m (unless otherwise mentioned 2015 Aug 2015 May 2016  Jun 2016 Jul 2016 Aug 2016 % Change*
Exports 2.952 219 237 280 247 340 55.25
Imports 18,069 1479 1,629 1,533,447 1,951 31.91
Trade Balance (15,117) (1,260) (1,392) (1,253) 00) (1,2 (1,611) 27.86
Balance of Payments (3,354) (332) (862) a3 2 35 1,788 -
Checks Cleared in LBP 18,714 1,597 1,591 1,577 1,490,616 1.16
Checks Cleared in FC 50,845 4,294 4,018 4,076 3,748205 (2.07)
Total Checks Cleared 69,559 5,891 5,609 5,653 5,238821 (1.20)
Budget Deficit/Surplus (3,952) (131.05) (40.18) (263.20) (49.46) (542.16) 313.71
Primary Balance 724.40 119.82 542.95 103.48 1722322.41) -
Airport Passengers*** 7,241,463 893,708 618,581 572,461 892,417,286 91 2.64
$bn (unless otherwise mentioned 2015 Aug 2015 May 2016  Jun 2016 Jul 2016 Aug 2016 % Change*
BdL Gross FX Reserves 30.64 32.77 32.03 33.20 32.786.67 8.86
In months of Imports 20.35 22.15 19.66 21.65 22.608.28 (17.48)
Public Debt 70.31 68.89 71.49 72.9073.39 74.05 7.48
Bank Assets 185.99 181.62 188.63 190.36 190835.77 7.79
Bank Deposits (Private Sector) 151.59 149.63 153.89 154.66 1551%77.09 4.99
Bank Loans to Private Sector 54.22 52.41 55.52 55.88 56.066.38 7.57
Money Supply M2 52.15 51.08 52.98 53.25 53.354.00 5.71
Money Supply M3 123.62 121.52 125.65 126.38 126.628.15 5.46
LBP Lending Rate (%)**** 7.45 6.89 8.53 8.31 8.32 8.29 140bps
LBP Deposit Rate (%) 5.56 5.61 5.58 556 7 55 B56 (5bps)
USD Lending Rate (%) 7.06 7.12 7.29 7.20 7.257.28 16bps
USD Deposit Rate (%) 3.17 3.19 3.26 3.31 3.303.39 20bps
Consumer Price Index** (3.75) (4.60) (2.45) (0.98) (0.48)0.79) 381bps

* Year-on-Year ** Year-on-Year percentage change ***includes arrivals, departures, transit
**+* Starting January 2016, lending rates in Lebanese pounds are reported before any subsidy or facility from reserve requécameling to Intermediate Circular
No 389, and as such they are not comparable year-on-year

Note: bps i.e. basis points

Source: Association of Banks in Lebanon, Banque du Liban, Ministry of Finance, Central Administration of Statistics, Bybids Res

Capital Markets

Most Traded Last Price |% Change*| Total Weight in Sovereign | Coupon Mid Price | Mid Yield

Stocks on BSE 3) Volume Market Eurobonds Y% $ Y%
Capitalization
Byblos Common 1.67 (1.18) 3,425,422 7.88% | Mar 2017 9.00 101.00 5.17
BLOM Listed 10.36 0.58 471,454 18.59% |Nov 2018 5.15 98.25 6.13
BLOM GDR 11.10 1.83 102,113 6.85% |May 2019 6.00 99.38 6.28
Solidere "A" 11.01 (1.34) 96,462 9.19% | Mar 2020 6.38 99.13 6.68
Audi GDR 6.75 (1.32) 63,480 6.76% | Apr 2021 8.25 105.13 6.86
Solidere "B" 11.14 0.36 31,622 6.04% | Oct 2022 6.10 95.38 7.08
Audi Listed 6.76 0.90 3,525 22.56% |Jun 2025 6.25 92.75 7.42
Byblos Pref. 09 104.50 3.26 3,463 1.74% | Nov 2026 6.60 93.50 7.54
HOLCIM 13.07 (1.36) 1,182 2.13% |Feb 2030 6.65 91.88 7.64
Byblos Pref. 08 102.00 0.00 - 1.70% | Nov 2035 7.05 93.00 7.76
Source: Beirut Stock Exchange (BSE); *Week-on-week Source: Byblos Bank Capital Market
| Dec59 [ Nov2s-Dec2 [ % Change| October2016 | October 2015
Total Shares Traded 4,207,083 10,568,377 (60.2) 6,376,852 5,993,797 6.4
Total Value Traded $14,919,203 $1,062,939 1,303.6 $48,997,196 $57,995,042 (15.5)
Market Capitalization $11.98bn $11.96bn 0.20 $11.95bn $11.19bn 6.8

Source: Beirut Stock Exchange (BSE)
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Lebanon in the News

Lebanon ranks 63rd globally, 11th in MENA region on entre-
preneurial ecosystem

The Global Entrepreneurship Development Institute (GEDI), a Washgopal Entrepreneurship Index Scores & Rankings of
ington DC-based non-profit research organization, ranked Lebanon in MENA Countries for 2017
63rd place among 137 countries worldwide and in 11th place among-17

countries in the Middle East & North Africa region (MENA) on its Lorael Gl‘)ball?Ra"k
Global Entrepreneurship Index (GEI) for 2017. Lebanon also came
14th place among 40 upper middle-income countries (UMICs) includ UAE 19
in the survey. Qatar 21
Saudi Arabia 30
The GEI measures the quality and dynamics of a country's entrepren Bahrain 34
ship ecosystem at the micro and macro levels. It assesses the effici
o Turkey 36
of ecosystems for start-ups and attempts to highlight the bottlenecks
erode the competitive advantages of new firms. The GEl is a compo Oman 37
of 14 pillars grouped in three sub-indices that are the Entreprener Kuwait 39
Attitudes Sub-Index, the Entrepreneurial Abilities Sub-Index and t Tunisia 42
Entrepreneurial Aspirations Sub-Index. A country's score is the sim 3
. . . . ordan 56
average of the three sub-indices, with a higher score reflecting a be -
ecosystem for entrepreneurship. Lebanon [ ] 63
Morocco 70
Globally, Lebanon's entrepreneurial ecosystem is better than the ecc Algeria 73
tem of Macedonia, Thailand and Ukraine, and is less developed t Egypt 81
that of Croatia, Namibia and Kazakhstan among economies with a C
of $10bn or more. Also, Lebanon has a better entrepreneurial ecosys fran 85
than Macedonia, Thailand and Peru and a less developed one than ( Libya 104
Rica, Namibia and Kazakhstan among UMICs. Lebanon receive( Mauritania 134

score of 28.8 points, higher than the UMICs' average score of 25.8 pc
but lower than the global_average score of ?:3.1 points and the MEQ?/?HCG: GEDI. Byblos Research
average score of 36.7 points. Also, Lebanon's score was lower thanthe

Gulf Cooperation Council (GCC) countries' average score of 49.1 points and higher than that of non-GCC Arab countries of 2
points. The United States has the best entrepreneurial ecosystem globally with a score of 83.4 points, while Chad hantire worst

ronment for entrepreneurs with a score of 8.8 points.

0 10 20 30 40 50 60

Globally, Lebanon ranked ahead of Macedonia, Gabon and El Salvador, and came behind Senegal, Serbia and Brunei Darussal
the Entrepreneurial Attitudes Sub-Index. This category identifies the attitudes of a country's population towards entigpraumnaurs

as recognizing opportunities, accepting the risks associated with business start-ups, and having the skills to launstsadoesises
fully. Lebanon ranked ahead of Macedonia and Gabon, and came behind Kazakhstan and Jamaica among UMICs; while it came «
of only Morocco, Iran, Egypt, Mauritania and Libya among MENA countries.

Also, Lebanon ranked ahead of Armenia, China and Trinidad & Tobago, and came behind Georgia, Thailand and Namibia on the
trepreneurial Abilities Sub-Index. This category reflects the characteristics of the entrepreneurs and their businessgsnatclud
vation, education, as well as the number of businesses that are in technology sectors and the level of competition drebagaomem.
ranked ahead of China and Libya, and came behind Georgia and Thailand among UMICs; while it came ahead of only Libya, Iran,
dan, Algeria, Morocco, Egypt and Mauritania among MENA countries.

Finally, Lebanon ranked ahead of Egypt, India and Brunei Darussalam, and came behind Cyprus, Ukraine and Morocco on the E
preneurial Aspirations Sub-Index. This category reflects the early-stage entrepreneur's effort to introduce new prodioes, do ser

develop new production processes, to penetrate foreign markets, to substantially increase his/her company's staff,@nthéo finan
business with formal or informal venture capital. Lebanon ranked ahead of Namibia, Jordan and Macedonia, and came behjnd Rorr
South Africa and Azerbaijan among UMICs; while it ranked ahead of Egypt, Jordan, Algeria, Iran, Libya and Mauritania regionally

Components of the 2017 Global Entrepreneurship Index for Lebanon
Global UMICs MENA Lebanon  Global UMICs MENA

Rank Rank Rank Score Average Average Average
Entrepreneurial Attitudes 75 22 12 25.8 32.627.2 35.9
Entrepreneurial Abilities 64 14 10 27.9 33.325.2 34.9
Entrepreneurial Aspirations 55 8 11 32.8 33.225.2 39.4

Source: Global Entrepreneurship Development Institute, Byblos Research
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Governor Salamé clarifies $12bn swap operations

Central Bank Governor Riad Salamé indicated that several factors encouraged Banque du Liban (BdL) to conduct between Me
August 2016 its financial swap operations with the Ministry of Finance and commercial banks. He attributed the BdL'sodégsion t
prevailing institutional paralysis at the time, a balance of payments deficit that reached $1.7bn in the first five nmaithsa die2rease

in foreign currency reserves and a subdued growth of 0.9% in bank deposits in the first four months of the year. He plo@ttes out
BdL had to take an initiative to maintain the stability of the Lebanese economy and of the Lebanese pound without haeggeto inc
interest rates amid the subdued economic activity.

Governor Salamé said that the Ministry of Finance swapped $2bn worth of Eurobonds with Lebanese pound-denominated Tre
bonds from the Central Bank's portfolio. He added that the BdL then sold to commercial banks in Lebanon the newly exchange
robonds and other Eurobonds it held in its portfolio, and issued Certificates of Deposit (CDs) in US dollars that it skid keba
noted that the swaps aimed to increase the BdL's foreign currency reserves, as banks had to finance the purchase bygsdueing fu
abroad. He estimated the amount of Eurobonds and CDs sold by the BdL to banks at more than $12bn, which is equival0fto abo
of the country's GDP. Further, he indicated that the BdL bought back the equivalent of $12bn in Lebanese pound-denorsimgted Tr
bills and CDs from the commercial banks' portfolios at a zero discount rate. He added that the interest on these bohdsems spli
between the banks and the BdL.

Governor Salamé considered that the BdL's recent operations have been successful and have generated revenues of $5ba for ec
banking sector and the BdL. He emphasized that the BdL requested commercial banks to allocate $2.4bn of the revenuatsthey ge
to increase their capital ratios and to build provisions in order to meet international accounting standard IFRS9 thatintitl faoe

in January 2018. He noted that this does not mean that banks have generated $2.6bn in profits, as some banks creategifhigh yie
nancial products in order to attract foreign currency deposits from abroad, which resulted in additional costs for thesd thi Huzl
assessment of the profits and costs for banks has to wait until the banks issue their end-of-year financial statementsnatgdche
that the banks' profits would not be as high as rumored.

Further, Governor Salamé indicated that the swap operations helped shift the balance of payments deficit to a surplus tfi&555m
first nine months of 2016, increased foreign currency reserves to a record high of more than $40bn at end-October 20t6dand re
the borrowing costs of the government. Also, he said that deposits at commercial banks grew by more than 2.5% duringhthie peric
followed the swaps. In addition, he pointed out that banks generated excess liquidity in Lebanese pounds, but the Bdheyrovidec
with the tools to place this liquidity. First, he noted that the banks have deposited at the BdL almost half of the kqeiditgdyin
local currency. Second, he said that the banks would use the balance to extend loans to the private sector and the Bevernm
estimated that banks would extend about LBP5,000bn to the private sector in 2017 and would make available a credit ljdeaifiBP3
that the government can use to finance its operations at a 5% interest rate, which is two percentage points below market rates.

In parallel, Governor Salamé reiterated that all involved parties have gained from the swap operations without incurHegse@sts.
that the BdL has become the owner of the exchanged securities and, in turn, is entitled to all interest that will acarity, athict
would compensate for the interest it paid to banks on their Treasury bills during the swap operations. Finally, he hetédahaial
swaps have helped preserve the stability of the exchange rate, and have strengthened the banking sector and its eaqactheto fin
economy. But he noted that these operations are not a substitute to addressing the fundamental problems facing the caileatry, an
for the implementation of structural reforms to help revive the local economy. Governor Salamé's comments came in awitfiterview
the daily newspapér'Orient-Le Jour

Balance of payments posts deficit of $125m in first 10

months of 2016

Figures issued by the Central Bank show that Lebanon's balance of Balance of Payments* (US$m)
payments posted a deficit of $125.3m in the first 10 months of 201“6 000 -
compared to a deficit of $2.17bn in the same period of 2015. The b:
ance of payments posted a deficit of $680.2m in October 2016 cor 5,000 -
pared to a surplus of $188.7m in September 2016 and a deficit 4 gy |
$395.5m in October 2015. The October 2016 deficit was caused |
a decrease of $731.4m in the net foreign assets of banks and finan
institutions, which was partly offset by an increase of $51.2m in thos 2,000 -
of the Central Bank. The cumulative deficit over the first 10 month: ; g4 |
of 2016 was caused by a decrease of $4.1bn in the net foreign as:

of banks and financial institutions, which was partly offset by a ris

of $4bn in those of the Central Bank. The balance of payments post-1,000
surpluses of $7.9bn in 2009 and $3.3bn in 2010, and deficits of $2I 2,000
in 2011, $1.5bn in 2012, $1.1bn in 2013, $1.4bn in 2014 and $3.4l

in 2015.

3,000 -

2008 2009 2010 2011 2012 2013 2014 2015 2016

*in the first 10 months of each year
Source: Central Bank of Lebanon
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Merrill Lynch maintains Lebanon's external debt at Mar-

ketweight

Figures issued by Merrill Lynch indicate that Lebanon's external delpixternal Debt Performance in the Middle East & Africa
posted a return of 2.43% in the first 11 months of 2016, constituting in First 11 Months of 2016 (%)
the eighth lowest return among 43 markets in the Central & East~"

Europe and the Middle East & Africa (CEEMEA) region, as well Zambia

the 15th lowest return among 74 emerging markets included in Me Iraq

Lynch's External Debt EM Sovereign Index. Lebanon underperforn Ghana

the overall emerging markets' return of 7.09% during the covered  Cameroon

riod. Further, Lebanon's external debt posted the sixth lowest re Gabon

among 26 countries in the Middle East & Africa region in the first Senegal

months of the year, ahead of only Qatar (+2.27%), Oman (+0.1 Kenya

Turkey (-0.87%), Saudi Arabia (-2.51%) and Mozambique (-13.77¢ Egypt

Ivory Coast

In parallel, Merrill Lynch maintained its recommendation f¢  Nigeria
Lebanon's external debt at "Marketweight" in its emerging mark ~ Tunisia
portfolio of external debt. It attributed its decision to the fact tt ~ Namibia
Lebanese Eurobonds have been stable due, in large part, to su Angola

from local banks. Also, it indicated that the Central Bank's gross < South Africa
eign currency reserves have increased recently, and did not expec Rwa“‘?a
ing agencies to downgrade Lebanon's sovereign ratings. 132?522
Lebanon's external debt posted a return of -2.22% in November 2 Jordan
constituting the 18th highest return in the CEEMEA region and Ig’:eEl
23rd highest in emerging markets during the covered month. Lebe Lebaron
outperformed the emerging markets' return of -3.97% in Novem
2016. Qatar
Oman
Further, Lebanon’s external debt posted the ninth highest return it ¢ dlx:l:lz
Middle East & Africa region in November 2016, ahead of Om Mozambique

(-2.36%), Saudi Arabia (-2.51%), Zambia (-2.59%), Angola and Q¢
(-2.63% each), Israel (-2.66%), Ghana and Jordan (-2.8% each), K
(-3.23%), Tunisia (-3.33%), South Africa (-3.39%), Gabon (-3.98%),source: Merrill Lynch, Byblos Research
Namibia (-4.18%), Morocco (-4.4%), Cameroon (-5.21%), Turkey

(-5.29%), and the Ivory Coast (-5.48%). It underperformed Mozam-

bique (+13.5%), Iraq (-0.78%), Bahrain (-1.24%), Egypt (-1.45%),

Nigeria (-1.74%), Senegal (-1.94%), Rwanda (-2.04%) and the UAE

(-2.08%).

-15 -10 5 0 5 10 15 20 25 30

In parallel, Merrill Lynch indicated that the option-adjusted spread on Lebanese Eurobonds was 520 basis points at theeemukof N
2016 compared to 478 basis points a year earlier, constituting the 10th widest spread in the CEEMEA region and the aiftbngidest
emerging markets. The spread on Lebanese Eurobonds was wider than the emerging markets' overall spread of 317 bdss poin
end of November 2016. Lebanon has a weight of 2.66% on Merrill Lynch's External Debt EM Sovereign Index, the sixth langest we
in the CEEMEA universe and the 12th largest among emerging economies. Lebanon accounted for 5.1% of allocations in the CEE
region.

Inter-agency program to unify aid delivery for Syrian refugees through common card

The World Food Program (WFP), the United Nations Children’s Fund (UNICEF), the UN Refugee Agency (UNHCR) and the Leba
Cash Consortium (LCC) signed a Memorandum of Understanding to launch a card that simplifies the distribution of humanitarial
sistance to Syrian refugees across Lebanon. The common card will allow aid-entitled refugees to access the various hpmoanitarie
grams in a more efficient and cost-effective way.

Aid-entitled refugees have had to use several methods of payment and to report to various points of aid distributiom iecaiger t
assistance. The common card would give refugees access to food allowances, monthly cash transfers, school tuition sistbwager as
through a single medium. Also, refugees will be able to purchase food at any of the 480 outlets contracted by the WiFrawto wi
cash at any ATM across Lebanon using the same card.

In addition, the introduction of the common card would improve communication with over one million Syrian refugees across Lebal

The WFP, UNICEF, UNHCR and LCC have started the joint distribution of the cards to refugees and will launch a commom call ce
for those seeking information. The four aid agencies aim to-reach 900,000 refugees by the end of the year.

LEBANON THIS WEEK 4 December 5-10, 2016



Lebanon in the News

Lebanon ranks fifth in Arab world in economic freedom
The Fraser Institute's 2016 annual Index of Economic Freedom in the Index of Arab Economic Freedom for 2016

Arab World ranked Lebanon in fifth place among 21 countries included Score Rank
in the survey. In comparison, Lebanon came in seventh place in eaghE 8.2 1
of the 2014 and 2015 surveys, in fourth place in the 2012 survey andlisrdan 8.1 2
sixth place on each of the 2004 and 2007 indices. Bahrain 8.0 3
Kuwait 7.8 4
The index measures the degree of economic freedom in each countépanon 7.7 5
based on 39 variables that are distributed into five broad factors of e@man 7.7 5
nomic freedom. The factors measure the Size of Government, the Legritar 7.6 7
Structure & Security of Property Rights, Access to Sound Money, Frepalestine 7.3 8
dom to Trade Internationally, and the Regulation of Credit, Labor &emen 7.2 9
Business. Economic freedom is measured on a scale from zero toSdudi Arabia 7.0 10
where a higher value indicates a greater degree of economic freedoTunisia 6.8 11
Egypt 6.6 12
Lebanon received a score of 7.7 points, compared to scores of 7.6 pomitsocco 6.6 12
in each of the 2014 and 2015 surveys. Lebanon' score fluctuated bgibouti 6.5 14
tween 7.6 and 7.7 points since the 2004 survey. Lebanon's score \@asnoros 6.3 15
higher than the Arab average of 6.8 points and the average score of $uolan 6.1 16
points in non-GCC Arab countries, while it was similar to the averagg@auritania 5.9 17
score of GCC economies. The Fraser Institute anticipated that the staég) 5.8 18
of economic freedom in Lebanon would not change significantly in thigibya 5.6 19
2017 survey. Algeria 5.5 20
Syria 5.4 21

Lebanon ranked second, behind only Sudan, on the Size of Governmggiirce: Fraser Institute, Byblos Research
category, which measures the extent that a country relies on individual

choice and markets, rather than on the political process, to allocate re-

sources and goods & services. Also, Lebanon came in fourth place,

along with Djibouti, and ranked ahead of Iraq, Oman, Qatar and the

UAE, among others, on the Access to Sound Money category. This cat-

egory measures the ease of using other currencies via domestic and for-

eign bank accounts. Lebanon's Rankings & Scores by Category

Category Rank Score
Also, Lebanon tied with Yemen and Algeria in 10th place, and canféize of Government 2 8.4
behind the UAE, Oman, Saudi Arabia, Kuwait, Tunisia, Qatar, MoAccess to Sound Money 4 9.4
rocco, Bahrain and Jordan on the Legal Structure & Security of PropeRggulation of Credit, Labor
Rights category. This category measures the government's effectivenes® Business 2 8.2
in protecting property rights. Freedom to Trade

Internationally 14 6.5

Further, Lebanon came in 14th place, and ranked ahead of only Egyggal Structure & Security
Libya, Iraqg, Tunisia, Morocco, Sudan, Syria and Algeria on the Freedomof Property Rights 10 5.9

to Trade Internationally category. The category measures the impacigfrce: Fraser Institute, Byblos Research
tariffs, exchange rate distortions, and exchange rate and capital controls

on international trade. Further, Lebanon came in second place, behind

only Bahrain, in terms of the Regulation of Credit, Labor & Business.

The category measures the restrictions that the regulatory burden im-

poses on the credit, labor and product markets.

The Fraser Institute is a Canada-based independent think tank whose

mission is to study and measure the impact of competitive markets and
government intervention on the welfare of individuals.
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Improved political climate to support deposit and lending growth in 2017

Regional investment bank EFG Hermes considered that the election of a new President in Lebanon, after a vacuum of more th
years, is a positive development towards resolving the political deadlock in the country, which should help improve dieadecon
and lead to higher lending and deposit growth. It noted that lending growth in the Lebanese banking sector has decel@@iéd sinc
as confidence has been negatively affected by the domestic political deadlock and by spillovers from the Syrian comdlicthitad
weak sentiment in Lebanon, along with slower economic activity in the countries of the Gulf Cooperation Council, whighaire the
drivers of non-resident deposits, have led to a slowdown in overall deposit growth at Lebanese banks. It anticipatadkaugight p
deposits and lending growth in 2017, despite the upcoming challenges on Lebanon’s political scene that include the [itatahtial pc
maneuvering related to the approval of a new parliamentary electoral law and holding parliamentary elections by thenabdst#tdtio
line.

In parallel, EFG Hermes indicated that the recent financial engineering operations by Banque du Liban (BdL) have aceelerate
growth in non-resident deposits over the past few months. It noted that the BdL conducted these operations in orderite netrease
foreign assets. It pointed out that Lebanese banks’ profits have improved in the third quarter of 2016 due to one-dffrgsirtetha
from the BdL's operations. However, it said that banks booked only a part of these gains as profits, as the BdL askes th@arto u
of the revenues as provisions ahead of the implementation of international accounting standard IFRS 9 in January 20X8&ramon
measures. As a result, it expected the banks' net profits to decelerate in 2017 after the one-off revenues they getérated in 20

In parallel, EFG Hermes expected the liberalization of the exchange rate in Egypt to improve the earnings of the Eggpamaradfil
subsidiaries of Lebanese banks in 2017. It considered that the banks' fee income, interest spreads and loan growth tourtd bene
improved US dollar liquidity and higher short-term interest rates in Egypt. However, it noted that the balance sheettheibdinias

will be negatively impacted in the fourth quarter of 2016 by the weakening of the Egyptian pound against the US dollar.

Trade deficit widens by 9% to $13bn in first 10 months of 2016

The total value of imports reached $15.7bn in the first 10 months of 2016, constituting an increase of 7% from the sam20i&riod
while the aggregate value of exports was nearly unchanged at $2.5bn in the covered period. As such, the trade defigit&&¥éned b
year-on-year to $13.2bn in the first 10 months of 2016 due to an increase of $1bn in imports. The rise in imports mananreflec
increase of $813m, or 32.4%, in the value of imported oil & mineral fuels to $3.3bn in the first 10 months of 2016. THeV&ue o
mineral fuels accounted for 21.1% of total imports in the covered period compared to a share of 17.1% in the first 102046ths of
The coverage ratio was 15.8% in the first 10 months of 2016 compared to 17% in the same period of 2015, while it reacdhed 17.
October 2016 relative to 17.8% in the same month of 2015.

In volume terms, imports reached 14.9 million tons in the first 10 months of 2016 compared to 12.7 million tons in theaxhofe per
2015, while exports regressed by 19.8% annually to 1.34 million tons in the covered period. Imports of oil & mineraldastlifogr
32.7% year-on-year to 7.7 million tons, while non-hydrocarbon imports grew by 5.1% annually to 7.2 million tons. Also, wilported
& mineral fuels accounted for 51.7% of total imports in the covered period relative to a 45.9% share in the first 10 2@i6hJ loé
increase in the imports of oil & mineral fuels is mainly due to the discrepancy in the data reported by Electricité ds Ebiass, a
imports' schedule varies from year to year.

China was the main source of imports with $1.8bn, or 11.3% of the total, in the first 10 months of 2016, followed by Byl Glith
(7.4%), the United States with $1bn (6.4%), Germany with $965m (6.1%), Greece with $853.2m (5.4%) and Russia with $64!
(4.1%). Imports from Greece rose by 31.3%, those from the United States grew by 19.7%, imports from Italy increased by 6.9%
those from China expanded by 0.2%; while imports from Russia fell by 11.8% and those from Germany declined by 2.9% year-on:
In parallel, the Port of Beirut was the entry point for 73% of Lebanon's imports in the first 10 months of 2016, followedidpiyitm-
ternational Airport (19.5%), the Port of Tripoli (5.3%), the Port of Saida (1.4%), the Masnaa crossing point (0.3%), tdregsiita
point (0.2%) and the Abboudieh and Tyre crossing points (0.1% each).

Further, South Africa was the main export destination of Lebanese merchandise with $574.5m, or 23.1% of total export&yfollowe
Saudi Arabia with $226.4m (9.1%), the UAE with $201.6m (8.1%), Syria with $146.2m (5.9%), Iraq with $137.2m (5.5%) and Jor
with $83.6m (3.4%). Exports to South Africa grew by 3.4 times year-on-year in the first 10 months of 2016, while thosertydrzgd

by 27%, exports to Saudi Arabia dropped by 25%, those to the UAE regressed by 23.6%, exports to Syria fell by 17.6%and th
Jordan decreased by 10.8%.

Lebanon's main exports were jewelry with $725.3m, which accounted for 29.2% of the total. They were followed by prepafed food
at $365.4m (14.7%), machinery & mechanical appliances at $272.1m (11%), chemical products at $256.9m (10.3%), base me
$198.2m (8%), vegetable products at $150.4m (6.1%) and plastics & rubber at $111.8m (4.5%). In parallel, the Port of Brut we
exit point for 46.8% of Lebanon's total exports in the first 10 months of the year, followed by the Hariri Internationa{4X¢pprthe

Port of Tripoli (7.1%), the Masnaa crossing point (3%), the Arida crossing point (1.9%), the Abboudieh crossing point §0i880) an
Port of Saida (0.5%). Re-exports totaled $423.7m in the first 10 months of 2016 compared to $410m in the same period of 2015.
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Lebanon in the News

Gross public debt at $74.5bn at end-October 2016

Lebanon's gross public debt reached $74.5bn at the end of October 2016, constituting an increase of 5.9% from $70.3bh at en
and a rise of 7.9% from $69bn at the end of October 2015. In nominal terms, the gross public debt grew by $4.4bn i therfinst 1

of 2016 relative to an increase of $2.5bn in the same period of 2015. Debt denominated in Lebanese pounds totaled $4&&bn at €
tober 2016, growing by 5.2% from the end of 2015 and by 6% from end-October 2015; while debt denominated in foreign curr
stood at $29bn, constituting a rise of 7.1% from end-2015 and an increase of 11.1% from a year earlier. Local currermyndedbt acc
for 61.1% of the gross public debt at the end of October 2016 compared to 61.5% a year earlier, while foreign currenciedenomi
debt represented the balance of 38.9% relative to 38.5% at end-October 2015. The weighted interest rate on outstandbildsTreast
was 6.95% and that on Eurobonds was 6.42% in October 2016. Further, the weighted life on Eurobonds was 6.20 yearsnwhile t
Treasury bills was 1,283 days.

The Central Bank held 44.1% of the Lebanese pound-denominated public debt at the end of October 2016, up from 36.1%ra year
followed by commercial banks with 40.2% of the local debt, down from 47.1% at end-October 2015. Also, public agenciek, finar
institutions and the public held 15.8% of local debt at end-October 2016, down from 16.8% a year earlier. In parallel, laldgisnd
and special T-bills in foreign currencies accounted for 92.9% of foreign-currency denominated debt at the end of Octfuhenz@il 6,

by multilateral institutions with 3.6%, foreign governments with 3.3% and Paris Il loans with 0.1%. Commercial banks hé@lé#bout

of the total public debt as at end-October 2016 relative to 53.8% of the total at the end of 2015. Also, the gross nzented ekt

for about 64% of total the public debt. Gross market debt is the total public debt less the portfolios of the Central Batinéhe
Social Security Fund, bilateral and multilateral loans, as well as Paris Il and Paris Il related debt.

In parallel, Fitch Ratings rates Lebanon's long- and short-term foreign currency sovereign credit ratings at 'B-'. BuéttiBadéark
Credit Default Swap Implied Ratings, an indicator of risk appetite by foreign investors, show that Lebanon's soveregmslieletred
by the market to have a 'B' risk level, which is one notch higher than the S&P rating as at December 8, 2016.

Treasury transfers to Electricité du Liban down 40% to $439m in first seven months of 2016

Figures released by the Finance Ministry show that Treasury transfers to Electricité du Liban (EdL) totaled $438.8nt setlenfirs
months of 2016, constituting a drop of 40.4% from $736.7m in the same period of 2015. The ministry said that reimbursgkeenents
Kuwait Petroleum Corporation (KPC) and to the Algerian energy conglomerate Sonatrach totaled $429.4m, or 97.9% of tthesfers,
first seven months of the year, while EdL's debt servicing represented the balance of $9.4m, or 2.1% of the totalditiztdbatime

in transfers to a decrease of $295.7m, or 40.8%, in payments to KPC and Sonatrach in the covered period, as well d$f2ndrop o
or 19.1%, in debt servicing.

The ministry said that the decline in payments to KPC and Sonatrach reflects a 29.5% year-on-year decrease in oil pirioeshet the
oil contracts were executed, as well as an 8.6% decline in the quantity of imported gas and a 5.3% drop in the quarrtiég dfighpo
oil. Also, it pointed out that EdL contributed 7.3% of the repayments to the two oil suppliers in the first seven montsupf 26t
2.2% in the same period last year. EdL transfers accounted for 7.8% of primary expenditures in the first seven monttsmopatss,

to 14.2% in the same period of 2015. They constituted the third largest expenditures item after debt servicing and pushliargeto

& wages in overall fiscal spending. EdL transfers were equivalent to 5.1% of GDP in 2012, 4.3% of GDP in 2013, 4.1% 0®0GDP in :
and 2.7% of GDP in 2015.
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Corporate Highlights

Losses of Syrian affiliates of Lebanese banks at $4m in first nine months of 2016 when excluding foreign exchange

gains on structural positions

Financial results issued by the affiliates of seven Lebanese banks operating in Syria show that their aggregate unaofdiieed net
reached SYP53.4bn in the first nine months of 2016, constituting a rise of 46% from SYP36.6bn in the same period of 20¥asEhe i
in profits was mainly due to SYP55bn in unrealized foreign exchange gains on structural positions in the first nine ntdi&leewif-2
pared to SYP35.3bn in the same period last year. In US dollar terms, the net profits of the seven banks decreased byfB5%nfrom
in the first nine months of 2015 to $119.3m in the same period of 2016. The US dollar figures reflect the prevailingofffasigle
rates that depreciated from an average of SYP222.2 per US dollar in the first nine months of 2015 to an average of SYP347.5
dollar in the first nine months of 2016. The aggregate net income of the seven banks becomes a loss of SYP1.6bn, oth&3is&Em, in
nine months of 2016 when excluding foreign exchange gains on structural positions, compared to gains of SYP1.3bn, dh$5.9m,
first nine months of 2015. The profits of Bank Audi Syria improved by SYP4.5bn, followed by an increase of SYP3.8bn in those
Fransabank Syria, a rise of SYP3.2bn in the income of Banque BEMO Saudi Fransi, a growth of SYP2.7bn in the profits of Bar
Syria & Overseas, an improvement of SYP1.7bn in those of Bank Al-Sharq, the affiliate of Banque Libano-Francaise satreaskan in
of SYP1.05bn in the profits of Byblos Bank Syria. In contrast, the earnings of Syria Gulf Bank, the affiliate of First Batiresl,
dropped by SYP434.3m from the first nine months of 2015.

The net interest income of the seven banks totaled SYP9.04bn in the first nine months of 2016, up 32.6% from SYP6.8e in the
period last year; while their net fees & commission income increased by 9.3% to SYP3.6bn. In US dollar terms, the béerestnet in
income totaled $20.2m in the first nine months of the year, down 34.2% from $30.7m in the first nine months of 2015;wigte thei
fees & commission income stood at $8.1m, reflecting a drop of 45.7% from $14.9m in the same period last year. The sévih bank:
operating income reached SYP69.9bn in the first nine months of 2016, reflecting a 49.4% increase year-on-year, whilatitegal ope
expenses reached SYP14.9bn in the first nine months of the year, up by 2.37 times from the same period last year. terafS,dollar
the banks' operating income totaled $156.2m in the first nine months of the year relative to $210.6m in the same periachié 2015

their operating expenses stood at $33.3m, up 17.5% from $28.3m in the first nine months of 2015. The banks' operatingpimasme be
SYP14.9bn in the first nine months of 2016 when excluding foreign exchange gains on structural positions, relative to SY#EL.5bn

same period last year.

In parallel, the banks' aggregate assets reached SYP820.4bn at the end of September 2016 and increased by 27.7% fronatSY P64
end-2015. In US dollar terms, the assets of the seven banks dropped by 19.8% from $2.05bn at the end of 2015 to $E68luh at the
September 2016. This significant decrease in US dollars is explained by the substantial devaluation of the Syrian pthenbdaAks),
total loans reached SYP95bn at end-September 2016, reflecting a drop of 4% from SYP98.9bn at the end of 2015. In USdollar 1
the aggregate loans of the seven banks reached $190.5m at the end of September 2016 and regressed by 39.7% from $316m at
2015.

Further, the banks' customer deposits totaled SYP480bn at the end of September 2016 and grew by 23.2% from SYP389Bbn at
of 2015. In US dollar terms, customer deposits at the seven banks reached $962.8m at the end of September 2016, abogtituting
of 22.7% from $1.25bn at the end of 2015. The ratio of the banks' loans-to-customer deposits stood at 19.8% at the emtaeof Sep!
2016 compared to 25.4% at end-2015. Also, the aggregate shareholders' equity of the banks reached SYP142bn, or $28AdBm, at
of September 2016, constituting an increase of 60.7% from SYP88.4bn at end-2015.

Results of Affiliates of Lebanese Banks in Syria in First Nine Months of 2016 (in USS$)

Banque Bank of Bank Byblos Syria
BEMO Saudi Syria & Fransabank Audi Bank Gulf Bank

Fransi Overseas Syria Syria Syria Bank Al-Sharq
Net Profits $21.6m $17.5m $25.4m $25.9m $14.4mim  $3$11.5m
Total Assets $457m $394.8m $239m $225.6m $151.3m $188BAM
% Change* 32.5% 37.5% 33.3% 37.4% 2.4%3.9% -1.6%
Loans $64.7m $9.1m $33m $23.6m $24%180.8m $15.8m
% Change* 21.3% -22.5% 2.8% -12.4% -26.5%.3% -19.4%
Customer Deposits $372m $224.2 m $88.5m $103.3m $72.2m $HBOBM
% Change* 34.1% 32.8% 34% 14.7% 15.590.1% -31.9%

*Change from end-2015
Source: Banks' financial statements
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Corporate Highlights

Profits of small banks up 153% to $22m in 2015, profitability

metrics increase

The consolidated net profits of the Gamma Group of banks totaled Return on Average Assets (%)
$22.1m in 2015, constituting an increase of 152.5% from net earninas
of $8.8m in 2014. The Gamma Group consists of banks with depc {5 |
between $200m and $500m each. The significant increase in net ¢
ings is mainly due to gains from the sale and/or disposal of $16.6r
assets. The banks' aggregate net operating income regressed by
$42.1m in 2015, with net interest income decreasing by 0.9% to $3¢
and net fees & commissions receipts declining by 8.2% to $5.8my
on-year. Non-interest income accounted for 43.1% of total income
2015, up from 22.12% in the preceding year. The banks' interest sp 05 1
slightly narrowed from 2.49% in 2014 to 2.47% in 2015. The ban
total operating expenditures rose by 5.5% to $35.6m in 2015, with ¢
expenses increasing by 3.1% to $20.7m and administrative & other 0.0 -
erating expenditures growing by 9.5% to $13m. Further, the cost-tc 2012 2013 2014 2015
come ratio dropped to 56.9% in 2015 from 73.2% in 2014. The barg p——

return on average assets increased from 0.61% in 2014 to 1.539 Ogi%rce. Bankdata
2015; while their return on average equity rose from 4.97% in 2014 to

11.63% in 2015.

1.0 -

The Gamma banks' total assets reached $1.4bn at the end of 2015, con-

stituting a decrease of 1.6% from end-2014. Loans accounted for-35%

of total assets at end-2015, followed by liquid assets with 33%, portfolio Return on Average Equity (%)
securities with 28%, and fixed and other assets with 2% each. Fur 13 -
total loans & advances to customers grew by 4.7% from end-201
$497.3m, while credit extended to related parties decreased by 6.6
$1.2m at end-2015. Corporate loans accounted for 40.5% of tota/ 1? |
lending to customers at the end of 2015 compared to 46.5% a yeal
lier. They were followed by lending to small- and medium-sized ent g |
prises with 30.5% of the total relative to 21.8% at end-2014, retail lo
with 7% of the total relative to 8.2% a year earlier and mortgages v
6.4% relative to 7.1% and end-2014. Also, customer deposits rear 9

$1.05bn at the end of 2015 and regressed by 0.6% from a year ec .

while deposits from related parties increased by 17.8% to $49.2r , | -
end-2015.

T T

2012 2013 2014 2015

In parallel, the banks' loans-to-deposits ratio increased to 45.2% at ef@urce: Bankdata
2015 from 43.2% a year earlier. The loans-to-deposits ratio in local cur-
rency was 43.51% at end-2015 compared to 35.58% at end-2014, while
the same ratio in foreign currency was 46.18% at the end of 2015 rela-
tive to 47.54% a year earlier. Further, the primary liquidity-to-assets
ratio decreased from 34.05% at the end of 2014 to 33.44% at end-2015.
The banks' net doubtful loans plus substandard loans were equivalent
to 3.19% of gross loans at end-2015 relative to 2.05% a year earlier;
while their net doubtful loans over equity stood at 3.28% at the end of
2015, up from a ratio of 3.17% at end-2014. Also loan-loss reserves on
doubtful loans were 74.81% of gross doubtful loans at the end of 2015
compared to a ratio of 74.89% at end-2014. The banks' capital adequacy
ratio stood at 22.32% at the end of 2015, up from 20.95% at end-2014,
according to Basel Il criteria.
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Corporate Highlights

Launch of center to support Saudi investments in Lebanon

The Ministry of Economy & Trade, in collaboration with the Saudi-Lebanese Business Council, inaugurated the Saudi-Lehas®se Bu:
Center that aims to provide legal and technical support to Saudi investors who seek to invest in Lebanon. The centethéoEated a
bassy of the Kingdom of Saudi Arabia in Lebanon, provides analysis on the impact of economic and political developmengsnbn diff
economic sectors in Lebanon, and offers information about investment opportunities in these sectors. The Saudi-Lebarese Bt
Council aims to stimulate economic relations between Lebanon and Saudi Arabia through trade and investment.

Lebanon attracted $1.84bn in Greenfield foreign direct investment from Saudi Arabia between January 2003 and April 2646, wh
equivalent to 10.1% of total Saudi Greenfield FDI in the Arab region and to 16.1% of aggregate Arab Greenfield FDI in kebanon
the same period.

Launch of initiative to assist Lebanese businesses penetrate new markets

The Lebanese Businessmen Association (RDCL) launched RDCL World, a global network that connects Lebanon-based busine
and companies, with their counterparts in the Lebanese Diaspora around the world. RDCL World is an independent legal entit
allows Lebanese entrepreneurs and businesses, in Lebanon and abroad, to strengthen their presence in the countriagrendie they
operate and help each other penetrate new markets. The initiative aims to enable partnerships between members, maitilygby fac
the flow of investment within the network. The newly-launched entity indicated that it intends to establish a presenaetinesegh
tative offices in countries where the Lebanese Diaspora has a significant presence, and where Lebanese entreprenewsseand bi
are seeking or can benefit from new opportunities. RDCL World is a non-profit organization and is registered with theofMiméstry
Interior & Municipalities. Founded in 1986, RDCL is a business association that consists of Lebanese businesspersoneifrom dif
economic sectors in Lebanon, with a common aim to promote a free economy in Lebanon.

Creditbank's net income at $33m in first nine months of 2016

Creditbank sal, one of Lebanon's top 14 banks in terms of assets, announced unaudited consolidated net profits of $32s®m in t
nine months of 2016, constituting an increase of 16% from $28.3m in the same period last year. Net operating income §%w by -
year-on-year to $107.8m in the first nine months of the year, with net interest income rising by 6.3% to $54m and nehfecssce
receipts decreasing by 1.3% year-on-year to $11.7m. Non-interest income accounted for 52.61% of total income in thradingtsine
of 2016, compared to 35.65% a year earlier; with net fees & commissions representing 19.54% of non-interest earnings relat
42.15% in the first nine months of 2015. Further, the bank's interest margin was 2.14% in the first nine months of 201® 262864

in the same period last year; while its spread reached 2.04%, compared to 2.17% in the first nine months of 2015. Tagaheperati
penditures increased by 63.4% to $68.2m in the first nine months of 2016, with administrative and other operating exgeR<es risi
times to $39.4m and staff expenses growing by 7.6% to $26.3m. Also, the bank's return on average assets was 1.25% 2036ptemt
on an annualized basis relative to 1.21% in September 2015; while its return on average equity was 14.94% down from 6-11% il
tember 2015. The cost-to-income ratio increased to 59.9% in the first nine months of the year from 52.9% in the sam2Qié&riod of

In parallel, the bank's total assets reached $3.7bn at the end of September 2016, constituting an increase of 11.8%iBohoand-20
& advances to customers, excluding those to related parties, grew by 14.6% from end-2015 to $1.9bn. Also, customerdiegiogjts, ex
those from related parties, totaled $3bn at the end of September 2016 and increased by 8% from end-2015. The loansatisdepos
stood at 63.2% relative to 59.6% at end-2015. In parallel, the bank's shareholders' equity rose by 10% from the en$802215 to

at end-September 2016.
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Ratio Highlights

(in % unless specified) 2014 2015 2016e Change*
Nominal GDP ($bn) 50.0 51.1 52.0

Public Debt in Foreign Currency / GDP 51.2 53.0 54.2 217
Public Debt in Local Currency / GDP 81.9 84.6 89.6 645
Gross Public Debt / GDP 133.1 137.6 143.8 862
Total Gross External Debt / GDP** 170.0 174.7 176.6 190
Trade Balance / GDP (34.4) (29.5) (30.0) 47
Exports / Imports 16.2 16.6 16.1 (49)
Fiscal Revenues / GDP 21.8 18.7 19.6 118
Fiscal Expenditures / GDP 27.9 26.5 28.2 218
Fiscal Balance / GDP (6.2) (7.7) (8.6) 99
Primary Balance / GDP 2.6 1.4 1.4 1
Gross Foreign Currency Reserves / M2 66.5 58.7 62.7 394
M3/ GDP 235.4 241.9 250.0 1230
Commercial Banks Assets / GDP 351.4 364.0 392.5 3483
Private Sector Deposits / GDP 288.9 296.6 307.7 1618
Private Sector Loans / GDP 101.8 106.1 109.2 495
Private Sector Deposits Dollarization Rate 65.7 64.9 65.0 10
Private Sector Lending Dollarization Rate 75.6 74.8 73.6 (123)

* Change in basis points 15/16

**Includes portion of public debt owed to non-residents, liabilities to non-resident banks, non-resident deposits (estimetddH)y Bank for International Set-

tlements' claims on Lebanese non-banks

Source: Association of Banks in Lebanon, Institute of International Finance, International Monetary Fund, World Bank, Bghtoh Estimates & Calculations

Note: M2 includes money in circulation and deposits in LBP, M3 includes M2 plus Deposits in FC and bonds

Risk Metrics
Lebanon Oct 2014 Sep 2015 Oct 2015  Change**  Risk Level
Political Risk Rating 52.0 54.5 545 Y High
Financial Risk Rating 38.0 39.0 39.0 Y Low
Economic Risk Rating 27.0 33.0 33.0 Y Moderate
Composite Risk Rating 58.5 63.25 63.25 Y Moderate
MENA Average* Oct 2014 Sep 2015 Oct 2015  Change**  Risk Level
Political Risk Rating 57.1 57.6 57.7 Y High
Financial Risk Rating 40.6 39.2 39.3 A Low
Economic Risk Rating 35.6 31.3 31.2 A Moderate
Composite Risk Rating 66.6 64.0 641 A Moderate
*excluding Lebanon
**year-on-year change in risk
Source: The PRS Group, Byblos Research
Note: Political & Composite Risk Ratings range from 0 to 100 (where 100 indicates the lowest risk)
Financial & Economic Risk ratings range from 0 to 50 (where 50 indicates the lowest risk)

Ratings & Outlook
Sovereign Ratings Foreign Currency Local Currency

LT ST Outlook LT ST Outlook
Moody's B2 NP Negative B2 Negative
Fitch Ratings B- B Stable B- Stable
Standard & Poor's B- B Stable B- B Stable
Capital Intelligence B B Negative B B Negative
Source: Rating agencies
Banking Ratings Banks' Financial Strength Banking Sector Risk Outlook
Moody's E+ Negative
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